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Chairmans Message

1b Our Members:
Your company's board of directors,
which spends a significant portion of
its time reviewing corporate and
industry issues, is frequently reminded of the qualities that set Blue
Cross and Blue Shield of Florida apart
from other insurers. One difference
arises from our inception, more than
40 years ago, as a community-based
health service organization. At that
time our primary concern was to
give our members access to needed
care through an effective prepayment
mechanism; more recently we have
become deeply concerned about the
rapid rise in the cost of that care.
Both concerns reflect our primary
orientation toward the needs of the
community.
Another major quality that distinguishes Blue Cross and Blue Shield
from other insurers is that we are
virtually in the business of being in
the middle. Both the public and providers of care expect more from us
than just a financial relationship.
We don't simply collect premiums
and pay out claims. Instead, we act
as a catalyst for change, consulting
closely both with providers of health
care, who contract with us to provide
services, and with consumers, with
whom we have contracts in the form
of policies.
Being in the middle carries great
responsibilities. It means that, lil<e
any other supplier, we need to purchase the services we sell-the services of physicians and hospitals-at a
fair and reasonable price. Not only
the cost, but the quality and accessibility of our product, must be acceptable to providers and consumers
alil<e. In order to positively influence
Florida health care services and
costs, we need to understand health
care issues, to originate and support
effective cost-containment programs, and to maintain a constant
dialogue both with those who sup-

ply, and those who utilize, health
care services. At the same time, we
need to balance our desires for cost
containment and access to care by
our members with the demands of
operating a large and complex business successfully in an extremely
competitive environment.
Being in the middle also carries
unique privileges. Because of our
position as an intermediary between
providers and consumers of health
care services, we are able to initiate
actions that help shape the course
of Florida health care. As an intermediary, we must listen closely to
all sides of an issue, then cooperatively develop solutions in the form
of products, cost-containment programs, and services to providers and
consumers. This ongoing dialogue
and process of change has historically given us close ties to Florida
communities.
In this year's Annual Report, we've
tried to show how our roles as an
intermediary and catalyst for change
work. We've talked to subscribers
and health care providers, to benefit
managers and businessmen, and
asked them how they see Florida
health care issues and our company's
role in them. In tum, we've highlighted some of the efforts we've
initiated during 1982 to resolve major concerns in such areas as cost
containment, rates, and service. As a
result, readers may better understand
the complex demands posed by Florida health care, and the skill and
commitment necessary to resolve
health care issues.
As much as it is a responsibility, it
is a rare privilege to have a role in
mal<ing such vital decisions-to be in
the middle.

G. Hunter Gibbons
Chairman of the Board
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President's Message

1b Our Members:
In spite of a difficult economic envi-

pressures on rates, benefit designs,
and competition. Rapid price inronment during 1982, Blue Cross
creases have meant that most health
and Blue Shield of Florida made siginsurers could not maintain adenificant progress in terms of new
ventures, marketing, cost containquate rates to pay the higher cost of
ment, and operational improvements claims: in 1982 alone, health insurboth in Medicare and private business. ance companies nationwide lost in
Our local group sales-the backexcess of $2 billion. As losses have
bone of our business-had their larg- piled up, competition has intensified,
with insurers vying to offer the most
est gain in over five years, ending
1982 with a net gain of more than
affordable coverage to an increasingly
10,500 employer group contracts. As selective health care consumer.
a result of action by the Florida legisAs a health insurer, we share the
lature, we were allowed to become a growing concern of our members
non-profit mutual insureron October over the impact of rising medical
1, 1982. The change in status should care costs on social well-being, fienable us to become more responsive nancing mechanisms, and the health
to market demands. Our Medicare
care delivery system itself. The
changing attitudes of both conoperation, cited for cost-efficiency
and excellent service, was awarded
sumers and providers indicate that
the Part B claims administration
the 1980s will be a decade of constant and accelerating change. If we
contract for South Florida, making
our company the largest Medicare B fail to provide private-market leadership and workable solutions, governcarrier in the nation. In our effort to
find innovative solutions to health
ment regulation may be accepted as
care cost issues, we became affiliated the only alternative to the cost and
with health maintenance organiza- delivery issues that are of such deep
concern both within our state and
tions in Miami and Tallahassee.
This progress was achieved
the nation.
Like general wage and price
against a background of considerable
controls, regulation of health care
economic difficulty, which had an
impact on both insurers and concosts and delivery systems is a consumers of health care services. From troversial issue. Currently, Blue
the consumer's vantage point, the
Cross and Blue Shield opposes full
national recession severely constate control of hospital budgets as
unworkable and inefficient. The
strained the ability of both businesses and individuals to purchase
rapidly changing population in Florneeded health coverage. At the same ida, as well as our subscribers' needs,
time, health care costs continued to require an efficient and responsive
rise nationally, outpacing the overall health care system that cannot result
rate of inflation in 1982 by a ratio of from an inherently cumbersome
nearly three to one.
and costly regulatory program. HowFor health insurers, this combina- ever, we do support active and
tion of rising health care costs and a aggressive efforts to document the
sluggish economy further intensified cost of care, and to educate consu-
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mers-both individuals and groups
-concerning these costs.
Rather than rely on regulatory
solutions, we advocate using the full
potential of private initiative to develop cost-containment programs,
new health care delivery systems,
and operational improvements. Such
programs address the underlying
causes of high health care costs instead of imposing artificial government restraints, and therefore they
promise to deliver more of the needed
health care over the long run.
In addition, an environment of

healthy competition will give all
complishments serve to introduce
insurers incentives to adapt to maran era filled with challenges and
opportunities. The challenge will
ketplace needs, to innovate, and to
administer their business more effi- be to see that Floridians continue
ciently. Thus, the challenges that
receiving quality health care and
beset us in the '80s also give unprece- that it be at a reasonable cost. The
dented opportunities for such innoopportunity is also there, to use our
dedication and experience to build a
vations as alternative health care
more responsive, more efficient
delivery systems, new designs for
benefits and reimbursements, and
health care financing system than
new applications for computer syswe have known in the past.
tems. Our subscribers, and other
health care consumers, will clearly
/4)~ ff~~
be the beneficiaries of our efforts.
William E. Flaherty
From this standpoint, 1982's acPresident
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Operations:
Better Service, Lower Costs

As a non-profit mutual insurer, Blue
Cross and Blue Shield of Florida channels its resources solely for the benefit of its members, using premium
dollars orily to pay claims and to
administer the business. All revenue
dollars not used to pay current
claims and operating costs are put
back into the business. There they
are used either to develop new services and programs, or to increase the
reserves that provide needed future
protection for our subscribers.
During 1982, out of every premium dollar paid into the Plan, over
90 cents was returned to subscribers
in benefit payments. Business expenses and contributions to reserves
accounted for less than 10 cents of
every dollar. Considering the large
proportion of our individual policyholders, this is a very efficient ratio.
Maintaining this high proportion
of dollars paid out in claims requires
efficient management and computer
systems, without sacrificing service
to Plan subscribers. This dual emphasis on administrative efficiency
and improvements in service formed
the basis for 1982 activities in the
company's private business divisions
which serve individual and group
accounts.
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Customer Service
In 1982, the Florida Plan's Customer
Relations division initiated a
multi-year, corporate-wide program
designed to improve both our understanding of customers' needs and
satisfaction with our service and
performance. As part of this effort,
the Plan is conducting ongoing consumer research of both subscribers
and health care providers and is responding to these findings by changing policies and procedures and by
intensifying employee training programs.
In order to better communicate
with subscribers, Blue Cross and
Blue Shield in 1982 implemented a
new, clearer Explanation of Benefits
form that is sent to each subscriber
who submits a claim. The Plan also
began developing "plain-language"
contracts that explain benefits
and claims procedures in everyday
terminology.
To provide more personalized
service, the Plan's Customer Relations division was reorganized into
separate service units to support
group and individual policyholders.
Group accounts with more than 100
members were assigned an individ-

ll
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''America was built on competition. We need a lot more
competition in the health care business, and mor?, participation by the people who pay the bills-employers like oUiselves.
"Businessmen need to be more aware of where their money
for health care services is going. And we should have a say in
where OUI moneys going-we do in evezy other phase ofOUI
business."
Hemy H. Beckwith, President

f.D. Beckwith, Executive Vice President
1bmpkins-Beckwith, Inc.
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Tacksonville

tcial statements.
27

"I've been working on our
area Medicare Beneficiary
Advisory Council since Blue
Cross and Blue Shield started
it in 1979. It keeps us all up to
date on the major changes
happening now in Medicare. It
also gives us insight into the
claims process itself, which is
of tremendous value to us in
helping other beneficiaries.
"It's good to know that if
there '.s a problem with a clain1,
I can refer it to Blue Cross and
Blue Shield, and they'll give it
personal attention."
Alvin R. Kurtz
Meaicare Beneficiary Advisory
Council Member
Boca Raton

ual service representative, familiar
with their needs and particular contract. As another service improvement project, the area installed a
special Telecommunications Device
for the Deaf that allows hearingimpaired subscribers to "talk" to
Plan service representatives through
a telephone/typewriter linkup.
In addition to making service
improvements, the private business
area also handled a high volume of
claims with record efficiency during
1982. Claims processed rose to 5.2
million, a six percent gain over the
previous year, while employee productivity also rose by six percent.
Balancing a highly diversified
array of products with efficient operations and superior service is a difficult challenge in inflationary times.
However, we are committed to further improve our service record; our
1982 activities are part of a longterm effort to better respond to our
subscribers' needs.
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Medicare

As a result, the federal government's annual evaluation of MediIn recent years, Blue Cross and Blue
care Part A claims administrators
Shield of Florida has become an
gave Blue Cross and Blue Shield of
acknowledged leader in administerFlorida its highest rating for benefiing claims for Florida's 1.7 million
ciary service and processing, cost,
Medicare beneficiaries, the third
timeliness, and general adrninstralargest Medicare population among
tive performance.
the states.
In Blue Cross and Blue Shield's
Medicare Part A-the federal proMedicare Part B division, outstandgram that covers care in hospitals
ing performance was recognized in
and other health care facilities-conti- 1982 with the award, by the federal
nued to build upon an efficient proc- government, of the Medicare Part B
essing record. A record 1.9 million
claims administration contract for
claims were processed during calen- Dade and Momoe counties. As a
dar year 1982. Efficiency, cost,
result of this new contract, Blue
and productivity measures also rose Cross and Blue Shield of Florida besignificantly, in spite of reduced
came Part B administrator for the
Medicare funding levels. Employee
entire state of Florida, and the largest
productivity was up by 20 percent,
carrier in the nation for Medicare
and all but four percent of claims
Part B, which reimburses claims for
were processed within two weeks of the services of physicians and other
receipt. Improved systems and man- medical suppliers.
agement resulted in a six percent
In spite of the heavy additional
reduction in the average cost per
claims volume resulting from the
claim, declining from $5.00 to $4.70 new contract, as well as cutbacks in
for the calendar year.
federal funding, the performance of
the Medicare Part B area continued
to justify its leadership standing. For
the calendar year, the Plan processed
over 12 million Part B claims. Yet
the average time needed to proc-

1982 1

5,213,264

1981

I

5,103,838

1980

I

4,212,359

1979 1
1978 1

3,506,077
3,575,851

Paid Claims: Private Business

1982

1981
1980
1979
19781

12,968
12,269
9,661
6,628
5,768

1982
1981
1980
1979
1978

1,869,059
1,826,080
1,721,871
1,568,773
1,441,736

Claims Processed: Medicare A

1982

1981
1980
1979
1978

$4.70
$5.00
$4.88
$5.21
$5.15

1982 1
1981

I

1980 1
1979 1
1978 1

12,003,522
10,298,689
9,192,569
7,844,717
6,849,105

Claims Processed: Medicare B

1982

1981
1980
1979
1978

$2.13
$2.19
$2.23
$2.38
$2.53

Productivity: Claims
Paid per Employee, Private Business

Cost per Claim: Medicare A

Cost per Claim: Medicare B

ess each claim dropped below five
days, less than half the national average. The cost of processing each
claim also dropped to a new low of
$2.18 during the calendar year, refleeting further systems and management improvements. In fact, the
Florida Plan has been ranked among
the top,Medicare Part B adrninistrators in the U.S., according to the key
measurements used by the government to gauge carriers' performance.
In an effort to better serve beneficiaries the Florida Plan's Medicare
area m'stalled a direct-link computer
terminal at the Senior Friendship
Center in Sarasota. The first of its
kind in the nation the terminal
allows Medicare p~tients to have
their physician-services claims entered directly into Blue Cross and
Blue Shield's computers in Jacksonville; in tum, this process allows
fast, virtually error-free claims payments. As a result of this unique
service the federal Health Care
Financing Administration gave
Blue Cross and Blue Shield of Florida
staff an award for outstanding service
in 1982.

To further build management
competence, Blue Cross and Blue
Blue Cross and_ Blue Shiel~ of Florida Shield of Florida continued its train~as been workmg_ ~cl!d to rmprove
ing and development plan, initiated
its systems c~pabihues. These haye
in 1979 to assure the development of
recent~y_ proVIded the company w1~h a highly professional corporate team.
~ ad~t1onal means to offset adrninBy mid-year 1983, all staff from
1strat1ve expenses. Over the past
the senior through the supervisory
several ye'.1fs, the company has devel- level will have completed multioped a umque ~omput~r software
phased training and development in
pack~ge for_Ma1or ~e~1cal/Comprebasic management skills in support
hens1ve clarms which 1t has sold to
of the management-by-objectives
other Plans, such as Blue Cross and
process. This developmental effort
Blue Shield of Southwestern Virginia. will continue as we work toward an
During t~e year, Bl11:e Cross
ever-higher degree of managerial
and Blue Shield of _Flonda fyrther
competence required by the competistre~hened the info~t1ontive market.
gathering and forecastmg systems
Leadership, technical expertise,
nee1ed in our complex healt~ care
and knowledge of the health care
envrronment. The company mstalled industry are vital if we are to serve
comp:i,iter softwar~ p~ckages that
our subscribers in a changing health
permit 11?-ore sophisticated analyses
care environment. Through ad?f operat1;Ilg data, survey_s, ~d other vanced management systems and
informat10~. C?upled with mcreased decision-making tools, Blue Cross
research skills m key areas_of the
and Blue Shield of Florida is taking
company, these systems will enable
steps now to ensure that as our
~anagem~nt to ba~e decisions <?n
health care system changes, we will
rmproved informat10n that can 1den- have the programs and services to
tify trends and provide the facts neemeet the challenges.
essary for sound decisions over the
longterm.
Management Systems and Training
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''As a director of the Florida Farm Bureau, I look at my
insurance coverage closely. like most people, I'm looking
for protection against a cat:astrophic outlay of cash.
''A. few months ago, a back injury put me in the hospiwl
for a week. I was really pleased with my coverage, and
checking in and out of the hospiwl, all I had to do was show
my card. That's what Blue Cross and Blue Shield
di.d for me."
10

Kay M Ri.chardson
Secretary, Floridn Farm Bure,au

Ebinston

Marketing: Meeting
Subscribers' Needs

During 1982, the rising cost of
health care and intense competition
continued to influence marketing
results, with their effects compounded by a recessionary economy.
In spite of these challenges, Blue
Cross and Blue Shield had its largest
gain in sales to local Florida businesses in over five years. Other types
of policies, such as individual contracts, held their own in an increasingly competitive marketplace.
In the last half of the year, new
sales to local Florida groups increased
significantly, while cancellations
dropped. As a result, the Plan ended
the year with a net gain of over 10,500
local group contracts, far exceeding
its 1982 goals.
The company had a mixed year in
terms of its national accounts-that
is, national companies that have
employees located in multiple states.
Our company has prospered with
the growth of these large national
firms, which currently account for
about 40 percent of our premium
income. Recently, however, the
Florida Plan suffered a setback in
this line of business, due to a decision
made the previous year, when

Southern Bell Telephone, anAtlantaheadquartered company, announced
it would change its insurance
carrier over a four-state area. For Blue
Cross and Blue Shield of Florida, this
resulted in a loss of about 36,000
contracts effective January 1, 1982.
This loss was offset somewhat by
new sales in other accounts of 7,500
contracts.
During the year, the national Blue
Cross and Blue Shield Association
further modified its Federal Employees Plan policies that individual
Plans administer within each state.
This was done in a hurried response
to new federal guidelines that
sharply curtailed benefits
and caused significant customer
dissatisfaction. An eight percent
drop in the Florida Plan's emollment
resulted from this initial disruption,
although this was less than most
other states experienced. However,
more recently a new benefit design
has been developed, one that is costeffective, yet acceptable. It is expected to allow the company to
achieve gains in FEP emollment in
1983, in spite of competition from
over 100 other carriers.
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Blue Cross and Blue Shield of
Florida also administers the State
Employee Group self-insured account, which has approximately
80,000 contracts. In January of 1982,
in cooperation with the state legislature, the Plan initiated a Health
Incentive Plan (HIP) on a voluntary
pilot basis for state employees in
Dade County. HIP is aimed at holding down health care costs by giving
participants financial incentives to
avoid unneeded care. Since 1982
was the first year of the program,
results are not yet available.
Blue Cross and Blue Shield of
Florida's direct pay, individual policy
sales grew during 1982. The Plan's
Dimension III product, designed to
serve individuals under 65, ended
the year with a 22 percent gain in
contracts over 1981. Complementary
Coverage II, Blue Cross and Blue
Shield's Medicare supplement policy,
also experienced growth resulting in
a year-end enrollment of approximately 290,000 contracts, up about
two percent.

1982
1981
1980
1979
1978

37,387

1981

21,263

3,816

Dimension III Enrollment
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1982

30,548

13,450

In spite of steady growth in the
individual policy area, the Florida
Plan remains concerned about the
long-term prospects for such products, given the difficulty of maintaining rates adequate to cover rising
health care costs. During 1982, some
insurers withdrew altogether from
the individual health policy market
after experiencing heavy losses;
nationally, the long-term viability of
individual policies is increasingly
being questioned. In addition, the
problem has been intensified by
selective regulatory review which
provides inadequate funds to operate
the Plan on a sound fiscal basis. For
the present, Blue Cross and Blue
Shield of Florida will continue making every effort to offer comprehensive individual coverage at the lowest
rates possible, while monitoring the
future prospects of these policies.
Overall, the Marketing division
continued to implement innovations
begun in previous years to give better
service. The division realigned its
field staff and sales territories, added
new sales staff, intensified its training program, and improved its 15
branch offices' facilities.

1980

I

1979
1978

259,104
251,342
284,445
284,180
289,076

Local Group Enrollment

Blue Cross and Blue Shield of
Florida also continued to re-design
existing products and to introduce
new ones. Contracts were revised for
individuals who convert to Blue
Cross and Blue Shield coverage, or
transfer their current Blue Cross and
Blue Shield coverage to the Florida
Plan from another state. Among
other improvements, new coverage
for small group businesses was introduced on a test basis; and the company made significant progress in
developing a new dental policy,
which will be available to initial
groups during 1983.
As a Florida-based company, Blue
Cross and Blue Shield has an insider's
knowledge of the state and the subscribers it serves. Through its network of branch offices statewide,
and through research into trends
and services, the Florida Plan is
working to better understand subscribers' needs and to design products
that meet those needs.

1982 1

I
1980 I
1981

1979 1
1978 1

290,782
285,320

270,711
260,196
257,028

Complementary Coverage II Enrollment

''As the plant manager for a

smaller company-we've got 24
employees-I have to worry a lot
about the cost ofhealth care benefits. We've only been in business
for a littl.e over a year, so we have
to keep our costs at a minimum
as we grow. We were looking for
goad coverage at a reasonable
cost, and that's what we got from
Blue Cross and Blue Shield."
David A. Boykin
Plant Manager
Annstrong Hunt, Inc.
Mil.ton

~
~

~- -·

'
l

--

"Since we're a new team, we
were looking for an insurance
company that is cost oriented,
plus could provide the specialized
coverage we need for our players
when they're off the field. We felt
that when everything was said
and done, Blue Cross and Blue
Shield was the company to go to.
'We're also on the road about
five months of the year, evezywhere from Oakland to Boston.
That instant identity you get with
a Blue Cross and Blue Shield card
is vezy beneficial to the players,
and you don't get that with most
other companies."
Abelardo Sierra
Assistant Director of Business Operations
Tampa Bay Bandits
Tampa
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''As a large employer, one of our chief concems is the cost
of our employees' health care. Blue Cross and Blue Shield
does a good job with its UCR programs, its auditing programs, and its system ofparticipating doctors. I'm very well
aware of the efforts the Plan makes at cost contLlinment
and monitoring claims. They've done a good job."

14

fohn A. Turner
Secretary-'Ireasurer
Publix Super Markets, Inc.
Lakeland

Cost Containment: Quality
Care at a Reasonable Price

...

As the state's largest private health
insurer, Blue Cross and Blue Shield
of Florida feels a particular responsibility to implement effective health
care cost-containment initiatives.
Working in cooperation with hospitals, physicians, businesses, and
legislators, the Florida Plan has designed and implemented more costrestraining activities than any other
organization in the state.
To implement its programs effectively, the Plan has developed a staff
of highly trained specialists in such
fields as medicine, law, hospital
administration, computer services,
and medical economics. In addition
to staff commitments, Blue Cross
and Blue Shield has channelled more
financial resources toward costcontainment research and development than any other organization in
the state. While these programs are
relatively new, initial results indicate
they are yielding savings to the company and its subscribers far in excess
of the resources committed.

Blue Cross and Blue Shield's costcontainment programs are based on
the belief that the responsibility for
costs is shared by all those who provide or receive health care services-by local planning groups,
hospitals, physicians, insurers, and
by subscribers themselves. In each
case, programs attempt to avoid
shifting costs onto the consumer;
instead, those who control the highest portion of health care spending
are encouraged to become more
efficient and cost-conscious. A variety of programs has been designed to
address such major cost issues as the
proper use of services, patient
charges, cost-effective delivery systems, and consumer awareness.
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Alternative Delivery Systems

hospital over the level of charges,
an
independent panel with a public
Given the unprecedented rise in
majority
then reviews and arbihealth care costs during the past
trates
the
conflict.
decade Blue Cross and Blue Shield of
Once
a
hospital
charge structure
1
Florida has allocated both staff time
for
the
corning
year
is approved
and financial resources to exploring
the
rate-review
process,
through
the feasibility of non-traditional
hospitals
must
operate
within
that
health care delivery systems, which
charge
pattern
without
increasing
have the potential to make highrates.
quality health care more accessible
By year-end 1982, virtually all
at a reasonable cost.
participating
hospitals underwent
One sign of the company's comthe
PCPP
screening
process; Flormitment to exploring alternative
ida
hospital
cost
increases
have
delivery systems was the expansion
been
prospectively
reduced
by
in 1982 of its Alterna1tive Delivery
over
$20.9
million
for
the
period
Systems (ADS) division. Also during
since mid-1981.
the year, Blue Cross and Blue Shield
became affiliated with two health
• Hospital Charge Audit Program
maintenance organizations (HMOs).
This is a major cost-containment
It gave its sponsorship and financial
effort aimed at identifying and
backing to Capital Health Plan, ~
resolving inappropriate inpatient
HMO in Tallahassee that opened m
billing policies and procedures of
mid-1982; and it acquired South
contracting hospitals to determine
Florida Group Health, Inc., an HMO
if proper payment has been made
serving Dade County, in October 1982. for subscribers.
Under this program, a randomly
Price-Restraint Programs
selected sample of paid inpatient
hospital claims is audited to verify
• Prospective Charge Payment Prothat the services were ordered by a
gram (PCPP)
physician and that they adhere to
This cooperative effort between
both
rate structures and contract
Blue Cross and Blue Shield and its
benefits
set by the Plan. If a discrep24 7 contracting Florida hospitals
ancy
appears,
a net error ratio is
seeks to restrain yearly increases
the amount paid
established
for
in hospital charges. The program
the
hospital
during
the period
is based on screens through which
audited,
and
money
is refunded to
hospital charges are compared to
(or
by)
Blue
Cross
and
Blue Shield.
historic industry-wide charges and
For
1982,
the
Hospital
Charge
current economic conditions.
Audit
Program
resulted
in
net
Each contracting hospital's
recoveries
by
the
Plan
of
over
$3
charges must pass these screening
million.
mechanisms to gain automatic
approval under the rate review
• Usual, Customary, Reasonable
(UCR) Physicians' Reimburseprocess. If the hospital's proposed
ment Program
rate increases are identified as
excessive through the screening
Under this program, physicians'
process, the Florida Plan conducts
charges are constantly monitored
an in-depth budget review and
through the Plan data systems to
negotiates with the hospital to
ensure that the Plan is paying
adjust its charge patterns to acceptreasonable professional fees to the
able levels.
satisfaction of both subscribers
If a dispute remains unresolved
between the Plan staff and the

I
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and participating physicians. Each
charge for every claim processed is
compared by computer to previously established charge rates
which are evaluated armually. If
charges for a given service exceed
the set limits, Blue Cross and
Blue Shield will not reimburse the
excess.
In combination with other costcontainment programs, the UCR
Program during 1982 reduced
claims costs from levels they
would otherwise have reached by
approximately $10.4 million.

Utilization Review Programs
To assure that health services are
not used improperly or excessively,
Blue Cross and Blue Shield has implemented programs that monitor utilization and correct urmecessary use
of health care benefits.
• Account-Specific Analysis
The Florida Plan in 1982 developed
an account-specific analysis which
examines the utilization patterns
and trends for each enrolled group
on an individual basis. These reports have been offered to large
accounts throughout the state to
help them use their health care
system more efficiently.
• Medical Necessity Program
This program forms a part of most
group contracts serviced by the
Plan. Based on a national effort in
working with the various specialty
societies of medicine, we review
common medical practices, such
as the use of inhalation therapy,
and establish guidelines and criteria for appropriateness. Blue Cross
and Blue Shield will then reimburse only for services which have
been recognized as necessary by
the medical community, not for
treatments which are widely
deemed to be obsolete or medically
unorthodox.

'With a burgeoning medical. practice, we had an. explosion ofpaperwork. Our accounts were weeks behind. We
knew we either had to add more people or automate.
'Within a month after we got the Blue Cross an.d Blue
Shield management system, our accounts were current.
We've reduced our clerical. needs an.d increased our c;ash
flow signi.ficantl.y. Now we're working smarter, not harder."
David C. Hill
Business Manager
Fort Lauderdale Orthopaedic Group
Fort Lauderdale
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Administrative Programs
In addition to designing specific
cost-containment programs, the
company has impleme1;1-ted administrative programs to av01d costly
duplication in claims payments _and
has significantly reduced operatmg
expenses through its advanced computer systems.
• Automated Claims Processing
Blue Cross and Blue Shield of Florida processed an average of 77,000
claims each day in 1982. To handle
this large volume of claims effi ~
ciently and accurately, the Flonda
Plan has implemented state-of-theart "paperless" claims processing
and management systems.
First developed in the mid1970s Blue Cross and Blue Shield's
comp{iter-to-computer cl~ims
system is now the largest m t~e .
nation. In 1982, a record 5.1 million
claims were transmitted to the
Florida Plan's computers direct
from doctors' offices and hospitals
throughout the state-a 37 percent
increase over 1981. In 1983, the
number of computer-to-computer

• Other Carrier Liability Program
claims is expected to increase by
over 60 percent, to 8.3 million.
Blue Cross and Blue Shield's Other
For those who provide health
Carrier Liability (OCL) Program is
care, this paperless claims processused primarily in cases where
ing means more efficient and acc~more than one insurance company
rate recordkeeping, as well as rapid
is involved in a claim. This generreimbursement. For Blue Cross
ally occurs whe_n an i1;1~ividual
and Blue Shield subscribers, it
carries a policy m addition to a
means that their insurance records
Blue Cross and Blue Shield product,
are handled with even greater accuand in workers' compensation
racy, with minimum effort on
cases. Blue Cross and Blue Shield
their part. For the company, the
may pay the patient's claim inisystem means lower ~dministratially; however, in cases whe~e
tive costs and greatly mcreased
another carrier more appropnately
efficiency. Finally, audits are conshould pay the claim, the money
ducted for all such providers of
owed is refunded to the Plan.
care on a regular basis.
During 1982, the OCL Program
yielded over $11.5 million in savings to the Plan and its private .
5,100,876
business customers, and an addi1982 ==================:;-- tional $53. 7 million to its Medicare
1981 3,736,396
segment.

I

1980
1979
1978

3,245,985

Consumer Awareness
Programs

2,389,816
1,873,107

Automated Claims Processed

A major factor in high health care
costs is misuse of benefits. As a
result, for employees of large accounts the Florida Plan has developed b~th written materials and

"Several. HMOs approached us,
to sign up our employees. But we
chose South Florida Group Heal.th
because we felt it offers the best.
coverage and is the most accessible to our employees.
"Our employees like it because
the costs to them are low, and
also because
it covers
.
. ,, so many
-preventJ.ve serv1ces.
Wendy Hannon

Business Manager
WINZ-radio

Miami
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teaching programs to raise awareness of lifestyle and health care cost
issues. The Plan's cost-containment
professionals have also appeared
before community and employee
groups, and on radio and television
statewide, to educate consumers
about health care costs and what
Floridians can do to help contain
these costs.

briefings on Florida health care issues
to both state legislators and Congressional staffs. The president of Blue
Cross and Blue Shield also serves as
a member of both the Florida Hospital Cost Containment Board and the
Governor's Task Force on Competition and Consumer Choice.

Area-Wide Health Planmng

In order to help businesses better
understand the reasons for rising
health care costs and implement
cost-containment efforts, Blue Cross
and Blue Shield has joined three
employer health coalitions in the
state of Florida. Such coalitions, part
of a growing movement nationwide,
allow businesses to combine together as major users of health care
services, to exchange information
about local health care issues, and to
plan ways to restrain costs in their
own communities. Contributing its
own knowledge of health care costcontainment programs, as well as its
extensive data concerning the use
and cost of health care services, Blue
Cross and Blue Shield has become
an active participant in employer

Activities
In addition to its own corporate costcontainment programs, Blue Cross
and Blue Shield of Florida is pursuing
cost-containment goals through
participation in a wide range of local
and state agencies.
Florida Plan staff knowledge about
the economics of our health care
delivery system has been recognized
through participation in governmental regulatory and advisory agencies,
as well as memberships in professional and provider organizations.
During 1982, in addition to participation in business health care coalitions and local health planning
agencies, Plan management provided

Employer Coahtions

coalitions in Jacksonville, Tampa/
St.Petersburg, and Palm Beach.
High health care costs affect everyone-whether they provide health
care services or finance them;
whether they are retirees, employees, or businessmen. Because its
causes are complex and its development long-term, the current crisis in
health care costs has no easy answers
or quick solutions. While rationing
of health care would quickly restrain
costs, we do not believe our members would support it over the long
term.
Blue Cross and Blue Shield's costcontainment efforts therefore represent a long-term commitment, in
which other initiatives still need to
be launched. However, the programs
also demonstrate that significant
progress can be achieved in cost
restraint through private initiative
and cooperation. Based on the results
of our programs to date, we will
continue to search for innovative
solutions to the problem of providing
Floridians with adequate health care
coverage at a reasonable price.

"For all employers, a major problem is
the cost ofhealth insurance. Next to Social
Security payments, health care is the second most expensive employee benefit. If
you don't watch costs, they can lead your
company right out of business.
''That's why Blue Cross and Blue Shield
introduced us to their health awareness
programs for employers. They'll help to
educate our people on how to save money
by using health care services wisely and
changing their lifestyles to stay well."
Douglas f. Brady
Director ofAdministration
Plant City Steel Company
Plant City
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New Ventures:
Looking to the Future

New products, new computer systems, and new programs to stem
rising health care costs are an important part of the services Blue Cross
and Blue Shield of Florida provides
for its subscribers. To make quality
health care accessible to more people
at a reasonable cost, the company
also initiated major new business
ventures during the year.
One means to provide sound,
affordable health care is through
health maintenance organizations
(HMOs). Organizations such as
these provide comprehensive services to subscribers for one fixed fee,
in contrast to traditional arrangements in which physicians charge
different fees depending on the specific type of service they provide.
HMOs also encourage preventive
health care, and may help to avoid
more costly illnesses later on. For
these reasons, Blue Cross and Blue
Shield has made a commitment to
make HMO services available to its
subscribers, as well as traditional
fee-for-service insurance.
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Over the past year, the Florida
Plan became affiliated with two
health maintenance organizations.
The first was Capital Health Plan,
an HMO serving Tallahassee residents that opened its doors in June of
1982. Emollment in this HMO has
exceeded original expectations by
over 140 percent, rising to 7,200
members by year-end. Emollment is
now expected to rise to 14,000 by
year-end 1983.
Subscriber interest in HMOs has
been so intense that Blue Cross and
Blue Shield acquired a second HMO
in 1982, South Florida Group Health,
Inc., of Dade County. In contrast to
the "closed panel" Capital Health
Plan, which operates from a single
facility in Tallahassee, South Florida
Group Health is an "open panel"
arrangement with 350 physicians
and 15 hospitals serving patients
throughout the Dade County area.
When Blue Cross and Blue Shield
acquired the three-year-old HMO, it
had about 4,500 members drawn
from 40 of Miami's largest businesses. During 1983, membership is
expected to rise to 8,000.

'1 joined CapitLJl Heal.th Plan's board of directors out of a
deerrseated beliefin the HM.O concept. Unlike most other
heal.th care plans, CHP provides preventive heal.th care services at modest prepaid rates. Since it emphasizes early detection and treatment of disease, CHP has the [X)tential to
eliminate unnecessary or wasteful procedures and tests,
and thus reduce hospitalization costs."
Edwin M. Thorpe, Ph.D.
Dean of Student Affairs
Florida A etJ M University
Tallahassee
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Blue Cross and Blue Shield also
expanded its services to South Florida's Medicare population when it
assumed Medicare Part B claims
administration for Dade and Monroe
counties in October 1982. As a result
of the new Medicare B contract, the
Plan's Provider and Professional Relations division mounted an intensive
effort to educate South Florida physicians about Blue Cross and Blue
Shield's medical policy procedures,
as well as claims coding and processing procedures. Durimg the threemonth period preceding the new
contract's effective date of October 1,
1982, Professional Relations staff
members contacted more than 5,000
physicians and their staffs in Dade
and Monroe counties.
In addition to providing service for
this area's 250,000 Medicare beneficiaries, the new contract allowed
Blue Cross and Blue Shield to expand

its workforce. The company added
143 new employees to the payroll
both at its corporate headquarters in
Jacksonville, and its Miami branch
office, during a time when many
Florida businesses were finding it
difficult to maintain their staffing
levels.
In addition to growth and change
within its business operations, Blue
Cross and Blue Shield of Florida also
changed its legal status during 1982.
Duringthe 1981-82 legislative session, when the state's insurance
code underwent Sunset Review, the
state legislature voted to enable the
Florida Plan to change from a nonprofit health service organization to
a non-profit mutual insurance company, effective October 1, 1982. The
move is expected to give the Plan
increased flexibility in a changing,
competitive marketplace.
Change is implicit in today's
health care environment, and the

changes described in this report
reflect larger-scale social and economic shifts. In the mid-1940s, Blue
Cross and Blue Shield began as a
modest health service organization
serving several thousand Floridians.
Now the Plan contracts with 247
hospitals and 17,700 Florida physicians, to serve nearly one million
members, their dependents, and 1.7
million Medicare beneficiaries.
During these 40 years, Florida's
population and health care industry
have undergone a major transformation. Population growth, inflation,
technological advances, and competition are exerting pressure for rapid
and radical change, more than ever
before. Equipped with experience
gained from long-term specialization
in Florida health care, Blue Cross
and Blue Shield is well positioned to
serve its subscribers in the years
ahead.

''My main reason for joining Capitnl.

Health Plan was that I wanted to be able
to predict how much I'd be spending for
health care. The fixed prepayments help
me to orgamze mylife better.
''It's good preventive medicine too. CHP
did a fine job in choosing a cross-section of
specialists. It made a lot of sense to get the
same service I was previously getting, for
less money.'
Thomas Foss, Ph.D.
Senior 1taining Consultant
Florida State University
Tallahassee
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"I've been with Blue Cross and Blue Shield for over 20
years, and I'm not going to switch. They've been very, veiy
good to me."
Frane,es D. Miller
Retiree
1acksonville
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Auditors Report
1b the Board of Directors of
Blue Cross and Blue Shield
of Florida, Inc.:
We have examined the combined balance sheets of Blue
Cross and Blue Shield of Florida, Inc. as of December 31,
1982 and 1981, and the related combined statements of
operations and unallocated reserve and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as
we considered necessary in the circumstances.
In our opinion, the combined financial statements
referred to above present fairly the combined financial
position of Blue Cross and Blue Shield of Florida, Inc. at
December 31, 1982 and 1981 and the combined results of
its operations and the changes in its financial position for
the years then ended, in conformity with generally accepted accounting principles consistently applied during
the period subsequent to the change, with which we concur, made as of December 31, 1981, in the method of accounting for vacation pay as described in note 9 to the
financial statements.

Jacksonville, Florida
March 12, 1983
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Blue Cross and Blue Shield of Florida, Inc.

Combined Balance Sheets
(December 31, 1982 and 1981)

Assets
Investments:
Bonds, at amortized cost (market $36,523,834 in
1982 and $29,157,943 in 1981)
Stocks, at market (cost $8,931,315 in 1982 and
$8,512,351 in 1981)
Short-term investments
Cash held for investment
Florida Combined Insurance Agency, Inc.
Total investments
Cash
Interest receivable
Reimbursement contracts receivable
Receivables
Property and equipment
Prepaid expenses and other assets
Total assets

1982

1981

$ 36,184,800

$ 33,666,570

12,872,584
60,848,715
29,776
333,856
110,269,731

9,389,125
53,289,067
5,419
626,501
96,976,682

155,967
2,247,584
48,333,000
51,307,383
29,003,116
659,940
$241,976,721

33,148
2,732,843
39,152,000
38,642,592
22,808,517
888,121
$201,233,903

$ 52,296,318
48,333,000
100,629,318

$ 42,942,000
39,152,000
82,094,000

12,775,172
1,044,176

11,573,785
1,770,562

18,888,770
16,917,645
14,211,840
$164,466,921

16,838,760
16,865,839
11,810,024
$140,952,970

77,509,800
$241,976,721

60,280,933
$201,233,903

Li.abilities
Liability for subscriber benefits:
Claims outstanding
Reimbursement contracts
Total liabilities for subscriber benefits
Bank overdrafts
Provision for experience rating refunds
Deferred income-subscribers' fees paid in advance
and unallocated receipts
Deposits and advances payable
Accounts payable and accrued expenses
Total liabilities
Commitments and litigation (notes 6, 7 and 10)

Unallocated Reserve
Unallocated reserve
Total liabilities and unallocated reserve

See accompanying notes to combined financial statements.
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Blue Cross and Blue Shield of Florida, Inc.

Combined Statements of Operations and Unallocated Reserve
(for the years ended December 31, 1982 and 1981)
1982

1981

$537,365,237

$484,656,559

485,507,646
50,468,340
535,975,986

454,725,413
40,320,812
495,046,225

1,389,251

(10,389,666)

Other income (losses) :
Investment and other income
Realized investment losses
Total other income

14,105,936
(1,330,815)
12,775,121

14,419,522
(1,468,408)
12,951,114

Income before cumulative effect of change in accounting principle
Cumulative effect of change in method of accounting for vacation pay
Net income

14,164,372
-014,164,372

2,561,448
(1,314,000)
1,247,448

Unallocated reserve, beginning of year

60,280,933

60,039,682

3,064,495

(1 ,006,197)
$ 60,280,933

Subscribers' fees earned
Claims expense
Operating expenses
Total claims and operating expense
Operating income (loss)

Current year increase (decrease) in market value of stocks
Unallocated reserve, end of year
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$ 77,509,800

See accompanying notes to combined financial statements.

Blue Cross and Blue Shield of Florida, Inc.

Combined Statements of Changes in Financial. Position
(for the years ended December 31, 1982 and 1981)
Cash provided from operations:
Net income
Charges (credits) to operations not requiring (providing) cash:
Equity in net loss (earnings) of Florida
Combined Insurance Agency, Inc.
Depreciation
Amortization of bond discounts, net
Decrease (increase) in certain assets:
Interest receivable
Reimbursement contract receivables
Receivables
Increase (decrease) in certain liabilities:
Reserve for subscriber benefits
Bank overdrafts
Provision for experience rating refunds
Deferred income-subscribers' fees paid in
advance and unallocated receipts
Accounts payable and accrued expenses
Deposits, advances payable and other
Cash provided from operations
Proceeds from investments sold or matured:
Bonds
Stocks
Total cash provided
Cash was used for:
Cost of investments purchased:
Bonds
Stocks
Short-term investments, net
Purchase of property and equipment
Total cash used
Increase (decrease) in cash and cash held for investment

See accompanying notes to combined financial statements.

1982
$14,164,372

1981
$

1,247,448

292,645
2,641,294
(448,638)

(79,764)
1,667,330
(496,609)

485,259
(9,181,000)
(12,664,791)

(541,262)
(6,487,000)
(1,865,387)

18,535,318
1,201,387
(726,386)

5,198,000
1,878,440
(3,790)

2,050,010
2,401,816
279,987
19,031,273

2,159,491
1,522,536
2,724,590
6,924,023

39,997,605
5,979,299
65,008,177

35,108,836
93,930,888
135,963,747

42,067,197
6,398,263
7,559,648
8,835,893
64,861,001
$
147,176

25,581,601
94,122,947
12,302,706
4,001,083
136,008,337
$
(44,590)
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Notes to Combined Financial Statement.s
1. Organization.
Blue Cross and Blue Shield of Florida, Inc. (the "Plan")
provides basic medical, hospitalization and other
health benefits as well as major medical, comprehensive and complementary coverages to its subscribers.
The Plan also processes claims for other Blue Cross
and Blue Shield Plans' subscribers and for programs
such as Medicare and Federal Employees Health
Benefits Program ("FEP"). The Plan is a member of
the Blue Cross and Blue Shield Association. This
association establishes national policies and sets
standards for the programs. Effective October 1, 1982
the Plan was reorganized into a not-for-profit mutual
insurance company.

2. Summary of Significant Accounting
Policies.
The combined financial statements include the
accounts of the Plan and its affiliated companies,
Capital Group Health Services of Florida, Inc. and
South Florida Group Health, Inc., both of which are
not-for-profit health maintenance organizations. All
intercompany transactions have been eliminated in
the combined financial statements (see note 7).

a. Investments.
Bonds are carried at cost adjusted for amortization
of premium and discount. No provision has been
made for the excess of amortized cost over market
value since the Plan generally intends to hold
these investments to maturity.
Common and preferred stocks are carried at
market value. Net unrealized gains at December
31, 1982 consist of gross unrealized gains of
$4,001,169 and gross unrealized losses of $59,000.
Short term investments consist of U.S. Treasury
bills and notes, repurchase agreements, commercial paper, and other federally insured investments. These investments are stated at cost and
mature within two years.
Realized investment gains and losses are calculated on the basis of specific identification at the
time securities are sold. The change in unrealized
gains and losses on common and preferred stocks
is recorded in unallocated reserves.
Florida Combined Insurance Agency, Inc. (the
"Agency") is a wholly-owned subsidiary of the
Plan. The Agency acts as an agent or broker when
group life, accident or disability insurance is sold
as a package with the Plan's health coverage. The
investment in the Agency is accounted for using
the equity method. Agency (losses) profits of
$(292,645) and $79,764 have been included in investment income for 1982 and 1981 respectively.
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b. Subscribers' Fees Earned.
Subscribers' premiums are billed in advance of
their coverage periods. Income is recorded for the
earned portion of the premiums. The unearned
portion of premiums paid by subscribers is recorded as deferred income.

c. Property and Equipment.
Property and equipment are recorded at cost,
which includes expenditures for significant improvements. Maintenance, repairs and minor improvements are expensed as incurred. When assets
are retired or otherwise disposed of, cost and accumulated depreciation are removed from the books
and any resulting gain or loss is reflected as other
income.
Depreciation is computed on the straight-line
method over the estimated useful lives of the
assets.

d. Liability for Subscriber Benefits.
The Plan accrues for incurred and unreported
subscriber claims based on historical paid claims
data and experience using actuarially accepted
statistical methods. Processing expenses related
to such claims are accounted for as incurred. The
methods used in determining the liability are
periodically reviewed and any adjustment resulting from these reviews is reflected in operations
currently.
The estimated liability for reimbursement
contracts (National Accounts, FEP and Cost Plus
contracts) is also established as a receivable and
thus has no effect on net income.

e. Provisions for Experience Rating
Refunds.
Under certain group contracts, the Plan's income
(retention fee) is limited to a predetermined percentage of either total subscriber fees or incurred
claims. Any excess of subscriber fees over incurred
claims and retention fees accrues to the policyholder.

f. Expense Reimbursement.
Operating expenses are allocated by various lines
of business in order to determine the expense reimbursement due from Medicare, where the Plan
acts as a fiscal intermediary, and also from FEP and
other Blue Cross and Blue Shield Plans for which
the Plan processes claims. The Plan is reimbursed
for either costs incurred or amounts based on predetermined budgets. Such reimbursements,
$47,968,443 for 1982 and $39,391,977 for 1981, are
offset against operating expenses in the accompanying financial statements. Reimbursements and
claims payments are subject to audit by the respective agencies and any resulting adjustments are
reflected in operations currently.

g. Pension Plan.
The Plan's policy is to fund pension costs accrued
which are composed of normal costs and amortization of prior service costs.

h. Income Taxes.
The Plan and its affiliated health maintenance
organizations are not-for-profit corporations exempt from both Federal and State income taxes.

i. Allowance for Doubtful Accounts.
The Plan provides an allowance for doubtful accounts based upon the expected collectibility of
each type of account. Receivables have been reduced by the allowance for doubtful accounts of
$2,083,000 and $500,000 at December 31, 1982 and
1981 respectively.

j. Reclassification.
Certain amounts in 1981 have been reclassified to
conform with presentations adopted in 1982.

3. Property and Equipment.
Property and equipment is summarized below:
1982
1981
Land
$ 2,119,386 $ 2,121,594
Buildings
25,336,813
24,784,018
Leasehold
-0Improvements
358,759
Equipment
15,976,206
8,262,546
Total Property
&Equipment
43,791,164
35,168,158
Less Accumulated
Depreciation
14,788,048
12,359,641
Net Property
&Equipment
$29l003l116 $22,808,517

4. Agency Contracts.
The Plan serves as intermediary for the Medicare
program and acts as Administrator for the State of
Florida Employee Group Health Self-Insurance Plan.
Claims relating to these programs, as shown in the
following table, are not reflected in the accompanying
financial statements.
Approximate Claims
(OOO's Omitted)
Number
Processed
Amount Paid
1982
1981
1982
1981
Medicare 13,983 11,800 $2,981,116 $2,422,233
State of
Florida
382
75,542
288
57,821

5. Employee Pension Plan.
The Plan participates in a noncontributory pension
plan for the benefit of all its employees. The pension
plan is funded through the Blue Cross and Blue Shield
National Retirement Trust, a collective investment
trust which services the retirement programs of its
participating employers. Pension expense amounted
to $1,316,300 and $1,887,374 in 1982 and 1981 respectively. As of the most recent valuation date, the unfunded actuarial liability was approximately
$1,585,758. A comparison of accumulated pension
plan benefits and pension plan assets for the Plan is
presented below:
Actuarial present value of
January 1, 1982
accumulated plan benefits:
$ 8,624,747
Vested
856,380
Non-vested
$ 9,481,127
Net assets available for benefits

$22,555A57

The weighted average rate of return used in determining the actuarial present value of accumulated pension plan benefits was 9% for 1982.

6. Rentals under Operating Leases.
The Plan and its affiliates lease office space, data
processing equipment and automobiles. The leases
in effect at December 31, 1982 expire on various dates
through 1992. The following is a schedule of future
approximate minimum rental payments due under
operating leases that have initial or remaining noncancelable lease terms in excess of one year as of December 31, 1982:
Basic Rental
Year Ending
December31
Commitments
1983
$1,622,000
1984
1,136,000
1985
558,000
1986
382,000
1987
182,000
After 1987
432,000
$4,312,000
Rental expense for 1982 and 1981 was $4,927,000 and
$3,435,000 respectively.

7. Affiliated Organizations.
The Plan has an affiliation agreement with Capital
Group Health Services of Florida, Inc. ("CHP") which
gives the Plan majority control of the corporate membership of CHP. As part of the agreement, the Plan
has made a loan commitment to CHP of $3,000,000
initially, of which $455,972 had been advanced at
December 31, 1982. The agreement also provides
that the Plan may provide certain administrative
services and products.
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OnNovember 12, 1982, thePlanenteredintoan
agreement with the State of Florida to assume control
of the operations of South Florida Group Health, Inc.
("SFGH"). The agreement gives the Plan control over
the Board of Directors and management of SFGH. As
part of the agreement the Plan has made a loan commitment to SFGH of $2,000,000, of which $518,000
had been advanced at December 31, 1982.
The following are condensed financial statements
of the Plan's combined affiliates at December 31, 1982
and for the period then ended (before eliminations):
CHP
SFGH
$1,241,439 $ 516,436
Total assets
$ 844,988 $1,415,792
Total liabilities
Fund balance
396,451
(deficit)
(899,356)
$1,241,439 $ 516,436
Revenues
$ 957,389 $2,236,995
3,431,703
1,200,467
Expenses
$ (243,078) $(1,194,708)
Extraordinary gain
from debt
restructuring
-0- $1,189,575
---Excess of expenses
over revenues
$ ( 243,078) $
(5,133)

8. Supplementary Data.

Unallocated reservestatutory basis
(as previously
reported)
Adjustments as a
result of Insurance
Department audit
Unallocated reservestatutory basis
(as restated)
Non-admitted
assets,principally
equipment
and accounts
receivables
Excess of
appraised value
of real estate
over book value
Other
Unallocated reserveGAAP basis

$70,947,980

$64,128,241

_ _ _-_0-

(7,284,302)

$70,947,980

$56,843,939

13,071,530

11,223,122

(6,006,805)
(502,905)

(7,786,128)
-0-

$77,509,800

$60,280,933

9. Vacation Policy.
In 1981 the Plan changed from its method of recognizing employee vacation costs when paid to accruing
for these costs when earned by employees in order to
conform to the Financial Accounting Standards
Board's Statement No. 43. The effect of the accounting change in 1981 was to reduce net income by
$1,314,000.

Following is a reconciliation of net income and unallocated reserves on the basis of statutory accounting
principles to the amount reported in the accompany- 10. Litigation.
ing GAAP financial statements.
In 1979, the Plan realized an investment loss resulting
1982
1981
from transactions with a securities broker who beNetincomecame involved in bankruptcy proceedings. In connection with transactions with the broker, the Plan was
statutory basis
$16,434,314 $ 2,636,092
GAAP adjustments:
named as a defendant in a lawsuit seeking damages
Realized
of $2,000,000 plus interest and costs. The case has
investment loss
(1,468,408)
been set for trial on May 2, 1983. In the opinion of the
(1,330,815)
Equity in
Plan's trial counsel there are reasonable prospects for
undistributed
a successful defense of the claim.
(losses) earnings
79,764
of Agency
(292,645)
Losses of
combined
-0affiliates
254,694)
-0Other
391,788)
Netincome$14,164,372 $ 1,247,448
GAAPbasis
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Board Activities
Blue Cross and Blue Shield of Florida's
board members bring to the corporation their knowledge and experience
in a wide range of professions, including general management, law, economics, and finance, as well as the
hospital and medical fields. Of the
31 members of the board, 17 represent the public, with backgrounds in
Florida manufacturing and service
industries and professional and community leadership. Of the 14 board
members from the health care industry, seven are physicians and seven
are hospital administrators; all have
distinguished themselves in their
fields .
During 1982, the board of directors
of Blue Cross and Blue Shield of Florida continued to provide its counsel
and support for ongoing corporate
activities and the company's new
business initiatives. Members of the
board served on 10 committees
whose 1982 activities included the
following:
• Executive Committee (G. Hunter
Gibbons, chairman): During the
year, the committee continued to
fulfill its responsibility to oversee
the company's operating plans,
budget, and key business needs.
The committee was primarily
concerned with reviewing and
approving initiatives undertaken
with respect to the company's
legal redefinition as a non-profit
mutual insurer, the acquisition of
South Florida Group Health, Inc.,
and the Plan's successful proposal
to assume Medicare Part B administration in Dade and Monroe
counties.
• Cost Containment Committee
(William V. Roy, chairman):
Committee activities for the year
included reviewing the plans and
activities of the Cost Containment
division; reviewing the revised
physician reimbursement program, which determines payment
levels for physicians' services; and
monitoring the hospital prospective payment and audit programs.

• Alternative Delivery Systems
• Marketing and Public Affairs ComCommittee (William V. Roy, chairmittee (Frederick B. Youngblood,
chairman): During 1982 the comman): The committee had an exmittee was primarily concerned
tremely active year, due to Blue
Cross and Blue Shield's affiliation
with reviewing corporate legislative and marketing activities. lswith two health maintenance
sues receiving particular attention
organizations in 1982. Committee
were mutualization, the Plan's
members evaluated Plan staff's
new product for small groups,
recommendations concerning
sales results for all products, and
activities at both HMOs and
organizational improvements
played a key role in the decision to
resulting from Marketing Task
acquire South Florida Group
Force activities.
Health, Inc., a Miami-based IPA.
They monitored progress against
• Personnel and Compensation
original plans, goals, and budgets.
Committee (Clarence G. King,
chairman): The committee contin• Nominating Committee (Hazel J.
ued to review and make recomSulzbacher, chairman): Vacancies
mendations concerning the
in membership on the board of
company's personnel policies,
directors made 1982 an active year
compensation, and training and
for the committee. Three new
board members were elected; and
development programs. Issues for
a new chairman of the board, G.
the year included the 1982 Compensation and Benefits Program,
Hunter Gibbons, was elected to
corporate training programs for
fill the vacancy left by the death of
employees from the vice president
G. Emerson Tully in April 1982.
through supervisor levels, and
• Finance, Capital Investment, and
career development programs for
Facility Planning Committee
Plan
staff.
(Lewis A. Doman, chairman):
During 1982, the committee ap• Medical Affairs Committee
proved the purchase of a new IBM
(Joseph G. Matthews, chairman):
data processor, monitored the staActivities for the committee durtus of the Facility Use Plan and
ing 1982 included continuing
Leasing Program, approved a new
review of guidelines and paramecustodial and safekeeping policy,
ters used in establishing the allowand monitored internal and exterance for Medicare and Blue Cross
nal investment activity.
and Blue Shield physician reimbursement,
as well as new profes• Audit Committee (Robert P.
sional
service
delivery concepts
Evans, chairman): Activities for
such as birthing centers.
the committee during 1982 included review and approval of the
• Institutional Affairs Committee
year-end audit plan developed by
(Middleton T. Mustian, chairman):
Coopers and Lybrand, the Internal
During the year, the committee
Audit department's Master Audit
reviewed the Plan's criteria for
Program, and the recommendaprovider contracting status and
tions for operating and control imapproved approximately 25 instituprovements by the Plan's auditors.
tions for contracting status. In
addition, the committee reviewed
information on birthing centers
and coverage for services rendered
in rehabilitation hospitals.
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Board of Directors
Chairman of th.e Board
*G. Hunter Gibbons
Attorney
Dickinson,
O'RiordenI GibbonsI
Qual
e, Shields & Carlton, P.A.
Sarasota

Vice Chairman of th.e Board
*Joseph G. Matthews, M.D.
Orthopedic Surgeon
Orlando

General an Thoracic Surgeon
Tampa
*Robert P. Evans, CPA
Managing Partner
Evans, Parrish & Fisk
Lakeland

Michael J. Foley, M.D.
General Surgeon
Melbourne

*Sherwood D. Smith
Executive Director
Lakeland Regional Medical
Center
Lakeland

HazelJ.Sulzbacher
Community Affairs Leader
Jacksonville

J. Robert Sweat, JL

President
William E. Flaherty

Charles P. Hayes, JL, M.D.

Blue Cross & Blue Shield of
Florida, Inc.
Jacksonville

Nekhro~it
Jae son e

President
Premium Assignment
Corporation
Tallahassee

Frank B. Hodnette, M.D.

Bernie B. Welch

Helen B. Adams

Obstetrics/Gynecology
Pensasola

President
Fanad Management, Inc.
Orange Park

C. Dubose Ausley
Attorney
Ausley, McMullen McGehee
Carothers & Pro'ctor, P.A. '
Tallahassee
Harry W. Bower, CPA
Retired Partner
Ernst&Ernst
Orlando

Edward L Boykin, CPA
Partner
Touche Ross & Company
Tampa

E. Wayne Christopher
Executive Director
Parkway General Hospital
North Miami Beach

*Richard C. Clay, M.D.
General Surgeon
Miami
Mary H. Cross
Community Affairs Leader
St. Petersburg

*Lewis A. Doman, JL
President
The Citizens and Peoples
National Bank
Pensacola

S. Hall DuPont, JL
President
Krieghoff Gun Company
Vero Beach
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*Clarence G. King, JL
Attorney
Retired Partner
Rogers, Towers, Bailey, Jones & Gay
Jacksonville
'
Bently B. Lang
Administrator
Manatee Memorial Hospital
Bradenton

Jan B. Luytjes, Ph.D.
Professor
School of Business &
Organizational Sciences
Florida International University
Miami
* Middleton T. Mustian

Executive Director
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Fort Lauderdale

Ned B. Wilford
President
Holmes Regional Medical Center
and Brevard Health
Services, Inc.
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Frederick B. Youngblood
Retired Businessman
Fort Lauderdale

Executive Staff
William E. Flaherty
President/Chief Executive Officer

George A. Brown
Senior Vice President
Private Business Operations

President/Chief Executive Officer
Tallahassee Memorial Regional
Medical Center
Tallahassee

Michael Cascone, JL

Eugene G. Peek, JL, M.D.

Robert H. Endriss

Family Practice Physician
Ocala

Senior Vice President
Administration

Edward A. Proefke

James P. Galasso
Vice President & Actuary

President
Enterprise Building Corporation
Dunedin
*William V. Roy
Retired Division Commercial
Manager
Southern Bell
Orlando

Senior Vice President
Marketing

J. D. Lewis, JL
Senior Vice President
Government Program Operations
Charles R. Richards
Senior Vice President
Health Industry Services

Donald M. Schroder
Administrator
Mease Hospital & Clinics
Dunedin
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